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SUMIVIARY   OF    RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report  we  include 
a  listing  of  all  recommendations  together  with  a  notation  as  to 
whether  the  agency  concurs  or  does  not  concur  with  each  recommen- 
dation. This  listing  serves  as  a  means  of  summarizing  the  recom- 
mendations contained  in  the  report  and  the  audited  agency's  reply 
thereto  and  also  as  a  ready  reference  to  the  supporting  comments. 
The  full  reply  of  the  Department  of  Agriculture  is  included  in  the 
back  of  this  report. 
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GENERAL 

The    Department   of   Agriculture's  functions  and   responsibilities 
are  to:      1)  encourage  and  promote  the  interests  of  Montana  agricul- 
ture,  2)   publish  agricultural   statistics,    3)   represent  the  agricultural 
community   in   product  distribution  and   marketing   issues,    4)  maintain 
a   crop   market   news    service,    and    5)    regulate   and    protect   Montana 
agricultural     activities    through    the    administration    of    agriculture- 
related    statutes.      The    department    had    approximately    90    FTE   and 
expenditures     of     $3.5     million     each    fiscal     year    during    the    audit 
period.      The   Wheat    Research    and    Marketing    Committee   maintains  a 
Great    Falls    office    for    the    promotion   of   grain    sales.      The   depart- 
ment   maintains    laboratories    in    Great    Falls   and    Bozeman    for   grain, 
pesticide,   feed,    and  fertilizer  analysis. 

We  performed  a  financial/compliance  audit  of  the  department 
for  fiscal  years  1979-80  and  1980-81.  The  objectives  of  the  audit 
were  to:  1)  determine  if  the  department's  financial  statements 
present  fairly  its  financial  position  and  results  of  operations  for 
the  two  fiscal  years  ending  June  30,  1980  and  1981;  2)  determine 
if  the  department  complied  with  applicable  laws  and  regulations; 
and  3)  make  recommendations  for  improvements  in  the  management 
and   internal   controls  of  the  department. 

We   thank   the   director   and    his    staff   for  their  cooperation   and 
assistance  during  the  audit. 
Prior   Report   Recommendations 

We  last  audited  the  department  for  the  fiscal  year  ended 
June  30,  1979.  We  made  14  recommendations  and  the  agency 
concurred  with  all  of  them.  The  department  had  partially  or  fully 
implemented     12    of    these    recommendations.       Two    recommendations 
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were     not     implemented.        Prior     recommendations     partially     or     not 
implemented   are  addressed   in   this   report. 
Cost  of   Implementing   Recommendations 

In  accordance  with  section  5-13-401  to  403,  411,  MCA,  we 
analyzed  the  costs  of  implementing  the  recommendations  made  in 
this  report.  Based  on  this  analysis,  we  determined  there  will  be 
no  significant  costs  to  the  department  to  implement  the  recommen- 
dations contained  herein. 
INTERNAL   CONTROL 

As  part  of  our  examination,  we  reviewed  and  tested  the 
department's  system  of  internal  control.  This  examination  estab- 
lishes a  basis  for  reliance  thereon  in  determining  the  nature, 
timing,  and  extent  of  other  auditing  procedures  necessary  for 
expressing   an  opinion  on   the  financial   statements. 

The  objectives  of  internal  accounting  control  are  to  provide 
reasonable,  but  not  absolute,  assurance  as  to:  1)  the  safeguarding 
of  assets  against  loss  from  unauthorized  use  or  disposition,  2)  the 
reliability  of  financial  records  for  preparing  financial  statements, 
and  3)  maintaining  accountability  for  assets.  The  concept  of 
reasonable  assurance  recognizes  that  the  cost  of  a  system  of  inter- 
nal accounting  control  should  not  exceed  the  benefits  derived. 
This  concept  also  recognizes  that  the  evaluation  of  these  factors 
necessarily   requires  estimates  and  judgments  by  management. 

Our  study  and  evaluation  of  the  department's  system  of 
internal  accounting  control  for  fiscal  years  1979-80  and  1980-81 
would  not  necessarily  disclose  all  weaknesses  in  the  system  because 
it   was  based   upon   selective  tests  of  accounting   records  and   related 


data.  We  identified  the  following  internal  control  weaknesses  which 
warrant  management  attention  but  do  not  have  a  material  effect  on 
the  financial   statements. 


1.  Collections  logged  as  received  by  the  department  could 
not  easily  be  traced  to  subsequent  deposit.  Collections 
not  belonging  to  the  department  were  logged  in  with  no 
documentation  of  the  final  disposition  of  the  collection. 
The    collection    log    should    be    reconciled    to    the    deposits. 

2.  Grain  assessments  computed  with  an  improper  rate  are 
not  corrected.  When  the  assessment  rate  was  increased 
reports  computed  using  the  old  rate  received  by  the 
department  were  accepted  as  accurate.  The  department 
should   review  financial   documents  for  accuracy. 

3.  The  department  has  not  taken  inventory  at  their  Bozeman 
or  Great  Fails  offices.  Inventories  should  be  taken 
annually  by  someone  other  than  the  person  responsible 
for  the  records.  This  annual  inventory  should  then  be 
reconciled  to  the  property   records. 


ABATEMENTS 

The  department  did  not  properly  account  for  $181,471  of 
fiduciary  fund  transfers  during  fiscal  year  1979-80.  Interfund 
transfers  should  be  treated  as  revenue  to  the  receiving  fund  and 
recognized  as  an  expense  by  the  disbursing  fund.  This  treatment 
allows  for  disclosure  of  the  actual  costs  incurred  and  collections 
received  by  each  fund. 

The  hail  insurance  unit  records  all  of  its  receipts  in  the 
fiduciary  fund.  From  these  receipts  the  unit  transfers  funds  to 
cover  the  costs  of  administering  the  program  to  the  special  revenue 
fund,  the  state  general  fund,  and  the  counties  where  the  policy 
was  sold.  When  these  payments  were  made  the  department  reduced 
the  receipts  by  $147,916  in  the  fiduciary  fund  and  transferred  the 
cash.      The    department    should    not    have    reduced    receipts   as   this 


understates  the  unit's  collections.  This  reduction  also  does  not 
recognize  the  costs  to  the  fiduciary  fund  of  administering  the  hail 
insurance  program. 

The  rural  development  unit  made  a  transfer  from  the  fiduciary 
fund  to  the  special  revenue  fund  for  $33,555  of  administrative 
costs  by  increasing  the  notes  receivable  account.  This  resulted  in 
an  invalid  note  receivable  and  understatement  of  disbursements 
from  the  fiduciary   fund. 

During    our    fieldwork    we    noted    this    problem    in    fiscal    year 
1980-81   also.      The  department  corrected  the  error  prior  to  year-end 
to  properly  account  for  the  transfers. 

RECOMMENDATION   #1 

WE     RECOMMEND     THE     DEPARTMENT    CONTINUE    TO    RECOG- 
NIZE  ALL    RECEIPTS   AND   DISBURSEMENTS   BY    FUND. 

GRANT    REVENUE   ACCRUALS 

At  fiscal  year-end  1979-80  the  department  over  accrued  reve- 
nue and  recorded  a  grant  receivable  for  $13,853  in  the  General 
Fund.  At  June  30,  1980  they  had  received  $916,857  in  grants  and 
spent  $872,262  of  the  grant  awards.  The  department  should  have 
deferred  the  recognition  of  $44,595  in  revenues  until  fiscal  year 
1980-81.  The  effect  of  these  errors  was  to  overstate  fiscal  year 
1979-80   revenue  by  $58,448. 

The  modified  accrual  basis  of  accounting  recognizes  revenue 
for  federal  grants  when  a  reimbursable  expenditure  is  made. 
Moneys  received  and  not  yet  spent  should  be  deferred  and  recog- 
nized   when    earned.       Fiscal    year    1979-80    was    the    first    year    the 
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department  accrued  grant  revenue  and  they  did  not  consider  all  of 
the  factors  in  the  accrual  process.  We  reviewed  the  accrual  at 
fiscal   year-end   1980-81   and  determined   it  was  proper. 

RECOMMENDATION   #2 

WE    RECOMMEND   THE    DEPARTMENT   CONTINUE   TO   PROPERLY 

ACCRUE   OR    DEFER    GRANT    REVENUE   AT    FISCAL   YEAR-END. 

TIMELY    DEPOSITS 

As  noted  in  our  prior  report,  the  department  allows  the 
various  divisions  to  determine  when  to  make  a  deposit.  This 
policy  results  in  untimely  deposits  to  the  State  Treasurer  and 
noncompliance  with  section  17-6-105,  MCA.  This  statute  states 
that  deposits  shall  be  made  daily  when  the  accumulated  amount  of 
coin  and  currency  requiring  deposit  exceeds  $100  or  total  collec- 
tions exceed   $500  in   an  agency  or  at   least  weekly. 

Staff  in  the  department  director's  office  log  in  all  collections 
on  the  date  of  receipt  and  distribute  the  money  to  the  various 
divisions  for  processing.  Division  personnel  verify  the  propriety 
of  the  collection.  When  they  believe  they  have  enough  money  to 
make  a  deposit,  division  personnel  prepare  a  collection  report  and 
forward  the  money  and  the  report  to  the  Centralized  Services 
Division.  The  department  then  deposits  the  money  with  the  State 
Treasurer.  In  10  of  21  collections  we  tested  no  deposit  had  been 
made  when   receipts  exceeded   the  $500  limit. 


RECOMMENDATION   #3 

WE     RECOMMEND    THE     DEPARTMENT    DEPOSIT    COLLECTIONS 

IN    ACCORDANCE   WITH    APPLICABLE   STATUTES. 

HAIL    INSURANCE   ADJUSTERS 

During  the  hail  season  the  department  employs  adjusters  who 
verify  and  approve  hail  insurance  claims  from  insured  farmers. 
Adjusters  are  on  call  from  the  first  hail  storm  of  the  year  through- 
out the  three  month  long  Montana  hail  season.  These  adjusters 
are  classified  and  paid  as  state  employees  for  520  hours  per  year 
regardless  of  actual   hours  worked. 

In  March  of  1980  the  Montana  Department  of  Labor  and  Indus- 
try ruled  that  these  adjusters  are  non-exempt  employees  of  the 
state.  This  status  means  they  must  accrue  vacation  and  sick  leave 
and  receive  payment  for  any  overtime  worked.  As  a  result  of  this 
ruling  the  department  started  accruing  vacation  and  sick  leave  for 
these  employees.  However,  this  accrual  is  based  on  the  520  hours 
rather  than  actual  hours  worked  as  required  by  law.  The  depart- 
ment is  not  paying  the  adjusters  overtime  for  hours  worked  in 
excess  of  40  hours  per  week  as   required   by   law. 

RECOMMENDATION   #4 

WE    RECOMMEND   THE    DEPARTMENT: 

1.  EITHER     OBTAIN      LEGISLATIVE     EXEMPTION     FOR     HAIL 
INSURANCE   ADJUSTERS,    OR 

2.  ACCRUE    VACATION    AND    SICK    LEAVE    AND    PAY   OVER- 
TIME  AS    REQUIRED   BY    LAW. 


COMPLIANCE   WITH    FEDERAL    LAW   AND    REGULATIONS 

Our   audit  of  federal   moneys  was  performed   in   accordance  with 
requirements  of  the   U.S.    Office  of  Management  and   Budget,    (0MB), 
Circular  A-102,     Attachment  P.       This    circular    provides    for    audits 
of   financial  operations,    including  compliance  with  certain   provisions 
of  federal   laws  and   regulations. 

The  Department  of  Agriculture  received  grants  from  the 
Environmental  Protection  Agency,  U.S.  Department  of  Agriculture, 
Federal  Railroad  Administration,  Federal  Drug  Administration,  and 
the  Old  West  Regional  Commission  during  fiscal  years  1979-80  and 
1980-81.  We  noted  the  following  compliance  problems. 
Reliance  on  SBAS 

Federal  grant  requests  for  reimbursement  were  based  on 
manual  records  kept  by  the  Environmental  Management  Division. 
We  compared  the  requests  to  the  Statewide  Budgeting  and  Account- 
ing System  (SBAS)  and  found  the  manual  records  were  normally  a 
week  ahead  but  in  some  categories  did  not  include  all  of  the  costs 
on  SBAS.  These  manual  records  could  not  be  reconciled  to  SBAS 
at   any   given    date   making    it   difficult   to   determine   their   accuracy. 

Federal     regulations     require    grantees    to    maintain    a    financial 
management  system  that  meets  definite  standards   (0MB   Circular  A-102, 
Attachment  G).        Utilizing     the     state's     financial     system     (SBAS) 
avoids  duplication  and   is  more  reliable. 

At  fiscal  year-end  1980-81  we  noted  that  the  division  was 
utilizing  SBAS  more  for  their  requests. 


Indirect  Costs 

The  indirect  cost  proposal  submitted  by  the  department  and 
approved  by  the  U.S.  Department  of  Agriculture  (USDA)  included 
$7,317  of  indirect  costs  which  were  specifically  identifiable  with 
and  charged  directly  to  particular  cost  objectives.  This  is  contrary 
to  Federal  Management  Circular  (FMC)  74.4.  By  charging  these  as 
indirect  costs  the  department  receives  double  reimbursement  -  once 
for  the  direct  charge  to  the  grant  and  again  through  the  inflated 
indirect  rate. 
Letter-of-Credit 

The  department  obtains  funds  through  letters-of-credit,  which 
are  to  be  limited  to  the  minimum  amounts  needed  to  cover  disburse- 
ments and  timed  to  be  in  accord  only  with  the  actual,  immediate 
cash  requirements.  A  letter-of-credit  for  reimbursement  purposes 
on  February  5,  1980  covered  the  period  October  1,  1979  through 
March  21,  1980.  The  letter  requested  $182,666  of  which  $119,224 
had  been  spent.  Due  to  this  delay  state  funds  supported  the 
grant  for  four  months.  The  remaining  $63,442  requested  was  for  a 
six-week  period   beyond   the  immediate  cash   requirement. 

The  federal   government   provided   the  letter-of-credit  to  simplify 
the   procedure   for    receiving  cash.      Department  personnel  currently 
are    preparing    time   consuming    schedules   of   cash    requirements    due 
to   lack  of  training.      These  personnel   should   be  trained  to  efficiently 
utilize  letters-of-credit. 


RECOMMENDATION   #5 

WE    RECOMMEND  THE   DEPARTMENT: 

1.  CONTINUE  TO  WORK  WITH  SBAS  AND  UTILIZE  IT  AS 
THEIR  FINANCIAL  MANAGEMENT  SYSTEM  FOR  FEDERAL 
GRANTS. 

2.  INCLUDE  ONLY  INDIRECT  COSTS  MEETING  THE  DEFINI- 
TION   IN    FMC   74-7    IN   THE    INDIRECT   COST    PROPOSALS. 

3.  COMPLY     WITH     THE      LETTER-OF-CR  EDIT     GUIDELINES. 

4.  SEEK  TRAINING  FOR  PERSONNEL  INVOLVED  WITH 
PREPARING    LETTERS   OF   CREDIT. 


AUDITOR'S  OPINION  AND  FINANCIAL  STATEMENTS 


JAMESH.  GILLETT,  C.P.A. 

ACTfNG  LEGISLATIVE  AUDITOR 


STATE  OF  MONTANA 


Office  of  the  Legislative  Auditor 


STATE  CAPITOL 

HELENA.  MONTANA  59620 

406/449-3122 


JOHNW.  NORTHEY 

STAFF  LEGAL  COUNSEL 


The   Legislative  Audit  Committee 
of  the  Montana  State   Legislature: 

We  have  examined  the  combined  financial  statements  of  the 
Montana  Department  of  Agriculture  as  of  and  for  the  two  fiscal 
years  ended  June  30,  1981,  as  listed  in  the  table  of  contents. 
Our  examination  was  made  in  accordance  with  generally  accepted 
auditing  standards,  "Standards  for  Audit  of  Governmental  Organiza- 
tions, Programs,  Activities,  and  Functions,"  and  "Guidelines  for 
Financial  and  Compliance  Audits  in  Federally  Assisted  Programs," 
and,  accordingly,  included  such  tests  of  the  accounting  records 
and  such  other  auditing  procedures  as  we  considered  necessary  in 
the  circumstances. 

In  our  opinion,  the  financial  statements  referred  to  above 
present  fairly  the  financial  position  of  such  funds  of  the  Montana 
Department  of  Agriculture  at  June  30,  1981  and  the  results  of  its 
operations  and  the  changes  in  fund  balance  of  such  funds  for  the 
two  fiscal  years  then  ended,  in  conformity  with  generally  accepted 
accounting   principles  applied  on  a  consistent  basis. 

The  accompanying  Schedule  of  Federal  Grant  Receipts  is  pre- 
sented for  additional  analysis  and  disclosure  purposes  in  compliance 
with    "Guidelines    for    Financial    and    Compliance    Audits    of    Federally 
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Assisted  Programs"  and  is  not  a  required  part  of  the  combined 
financial  statements  for  the  Montana  Department  of  Agriculture. 
This  schedule  has  been  subjected  to  the  auditing  procedures 
applied  in  the  examination  of  the  basic  financial  statements  and,  in 
our  opinion,  is  fairly  stated  in  all  material  respects  in  relation  to 
the  basic  financial   statements  taken  as  a  whole. 


iespectfully  submitted. 


James   H.    Gillett,    CPA 
Acting   Legislative  Auditor 
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DEPARTMENT  OF  AGRICULTURE 

ALL  FUNDS 

COMBINED  BALANCE  SHEETS 

JUNE  30,  1981 


GOVERNMENTAL 
FUND  TYPES 


ASSETS 
Cash 

Accounts  Receivable 
Notes  Receivable 
Reimbursable  Federal  Costs 
Federal  Securities  -  Book  Value 
Investments 
Equipment 
Building 

Due  From  Consolidated  Entity 
TOTAL  ASSETS 


General 

$304,963 
36,844 

10,271 

341,815 

59,927 


Special 
Revenue 


$   230,480 

12,504 

1,373,066 


314,049 


FIDUCIARY 

FUND  TYPE   ACCOUNT  GROUPS 

General 
Expendable    Fixed  Asset 
Trust         Group 


$  239,683 
1,721,693 


350,000 
2,928,381 


$753,820   $1,930,099   $5,239,757 


$807,206 
49,925 

$857,131 


LIABILITIES 
Accounts  Payable 
Accrued  Expenditures 
Deferred  Revenue 
Unaccumulated  Bond  Discounts 
Property  Held  in  Trust 
Receipts  Collected  in  Advance 
Total  Liabilities 

FUND  EQUITY 

Investment  in  Fixed  Assets 

Hail  Insurance  Catastrophe 

Reserve 
Unreserved  Fund  Balance 
Total  Fund  Equity 

TOTAL  LIABILITIES  AND 
FUND  EQUITY 


$153,337 
32,729 


199,279 
385,345 


368,475 
368,475 


126,453 
69,258 


1,734,388 
1,734,388 


$1,514,063 

229 

20,068 


195,711    1,534,360 


3,490,000 

215,397 

3,705,397 


$753,820   $1,930,099   $5,239,757 


857,131 

857,131 
$857,131 
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DEPARTMENT  OF  AGRICULTURE 

COMBINED  STATEMENTS  OF  REVENUES,  EXPENDITURES,  AND 

CHANGES  IN  FUND  BALANCES  -  ALL  GOVERNMENT  FUND  TYPES 

AND  EXPENDABLE  TRUST  FUNDS 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1981 


REVENUE: 
Licenses  and  Permits 
Taxes 

Service  Fees 
Investment  Earnings 
Reimbursements 
Sale  of  Documents,  Merchandise, 

and  Property 
Miscellaneous 
Income,  Collections,  and 

Transfers 
Federal  Assistance 
Total  Revenues 

EXPENDITURES: 
Current: 

Centralized  Services 
Hail  Insurance  Unit 
Crop  &  Livestock  Unit 
Transportation  Unit 
Wheat  Research  and  Marketing 
Environmental  Management 

Division 
Plant  Industry 

Total  Expenditures 

EXCESS  OF  CURRENT  REVENUE  OVER 
(UNDER)  CURRENT  EXPENDITURES 

OTHER  FINANCING  SOURCES  (USES) 
Prior  Year  Revenue  Adjustments 
Prior  Year  Expenditure 

Adjustments 
Support  from  (to)  the  General 

Fund 

EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  &  OTHER  SOURCES 

FUND  BALANCES  -  July  1,  1980 

FUND  BALANCES  -  June  30,  1981 


GOVERNMENTAL 

FUND  TYPES 

FUND  TYPE 

Special 

Expendable 

General 

Revenue 
Actual 

Trust 

Actual 

Actual 

183,793 

1,051 

$ 

767,473 

484,437 

29,068 

129,034 

$  326,743 

32,739 

11,340 


870,704 
1,613,132 


166,771 
1,063,278 


1,275,160 

-0- 
1,601,903 


453,289 

243,589 

4,450 

112,600 

1,745,354 

52,473 

12,165 

122,358 

29,817 
487,600 

852,290 

691,096 

2,175,956 

885,771 

1,745,354 

(562,824) 

177,507 

(143,451) 

(12,385) 

(48,467) 

18,396 

(2,586) 

(46,715) 

33,555 

510,500 

(67,295) 

82,325 

(91,500) 

435,770 

1,652,063 

3,796,897 

$   368,475 

$1,734,388 

$3,705,397 
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DEPARTMENT  OF  AGRICULTURE 


COMBINED  ; 

STATEMENTS  OF  REVENUES,  EXPENDITURES,  AND 

CHANGES 

IN 

FUND  BALANCES  - 

ALL  GOVERNMENT 

FUND  TYPES 

AND  EXPENDABLE  TRUST  FUNDS 

FOR 

THE  FISCAL  YEAR 

ENDED  JUNE  30, 

1980 

FIDUCIARY 

GOVERNMENTAL  FUND  TYPES 

FUND  TYPE 

Special 

Expendable 

General 
Actual 

Revenue 
Actual 

Trust 

Actual 

REVENUE: 

Licenses  and  Permits 

$   167,910 

Taxes 

1,189   $ 

603,484 

Service  Fees 

484,856 

Investment  Earnings 

32,180 

107,716 

$   292,129 

Sale  of  Documents,  Merc 

handise, 

and  Property 

6,889 

Miscellaneous 

970,136 

Income,  Collections, 

and  Transfers 

144,667 

152,916 

Federal  Assistance 

848,221 
1,541,245 

Total  Revenues 

855,867 

1,415,181 

EXPENDITURES: 
Current: 

Centralized  Services 
Hail  Insurance  Unit 
Crop  &  Livestock  Unit 
Transportation  Unit 
Wheat  Research  and  Marketing 
Environmental  Management  Division 
Plant  Industry 

Total  Expenditures 

EXCESS  OF  CURRENT  REVENUE  OVER 
(UNDER)  CURRENT  EXPENDITURES 

OTHER  FINANCING  SOURCES  (USES) 
Prior  Year  Revenue  Adjustments 
Prior  Year  Expenditure  Adjustments 
Support  from  (to)  the  General  Fund 

EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  &  OTHER  SOURCES 

FUND  BALANCES  -  July  1,  1979 

FUND  BALANCES  -  June  30,  1980 


352,671 

251,809 

4,423 

103,994 

39,530 

10,722 

168,001 

13,500 

439,957 

897,149 

680,775 

2,142,549 

819,982 

(601,304) 

35,885 

(5,401) 

1,024,960 

8,458 

(24,325) 

552,818 

(45,429)    1,036,520 


481,199 


615,543 


579,994 


$   435,770   $1,652,063 


579,994 
835,187 

821 

836,008 

2,960,889 

$3,796,897 
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DEPARTMENT  OF  AGRICULTURE 


COMBINED  STATEMENTS  OF  REVENUES,  EXPENDITURES,  AND 

CHANGES  IN 

FUND  BALANCES  - 

-  BUDGET  AND  ACTUAL 

GENERAL 

AND  SPECIAL  REVENUE  FUND  TYPES 

FOR  THE 

FISCAL  YEAR  ENDED  JUNE  30,  1981 

General 

Special  Revenue 

Variance 

Variance 

Favorable 

Favorable 

• 

Budget 

ActiLal 

(Unfavorable) 

Budget 

Actual 

(Unfavorable) 

REVENUE: 

Licenses  and  Permits 

$   164,000 

$   183,793 

$  19,793 

Taxes 

1,200 

1,051 

(149) 

$   700,000 

$   767,473 

$  67,473 

Service  Fees 

496,000 

484,437 

(11,563) 

Investment  Earnings 

25,000 

29,068 

4,068 

115,000 

129,034 

14,034 

Reimbursements 

75,400 

32,739 

(42,661) 

Sale  of  Documents,  Me 

rch« 

indise, 

and  Property 

13,750 

11,340 

(2,410) 

Income,  Collections, 

and 

Transfers 

208,771 

166,771 

(42,000) 

Federal  Assistance 

978,786 
1,754,136 

870,704 
1,613,132 

(108,082) 
(141,004) 

Total  Revenues 

1,023,771 

1,063,278 

39,507 

EXPENDITURES: 
Current: 

Centralized  Services 
Hail  Insurance  Unit 
Crop  &  Livestock  Unit 
Transportation  Unit 
Wheat  Research  and  Marketing 
Environmental  Management  Division 
Plant  Industry 

Total  Expenditures 

EXCESS  OF  CURRENT  REVENUE  OVER 
(UNDER)  CURRENT  EXPENDITURES 

OTHER  FINANCING  SOURCES  (USES) 
Prior  Year  Revenue  Adjustments 
Prior  Year  Expenditure  Adjustments 
Support  from  (to)  the  General  Fund 

EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  &  OTHER  SOURCES 

FUND  BALANCES  -  July  1,  1980 

FUND  BALANCES  -  June  30,  1981 


495 

,313 

453, 

,289 

42, 

,024 

265 

,626 

243, 

,589 

22 

,037 

4, 

,450 

4, 

,450 

-0- 

120 

,056 

112, 

,600 

7, 

,456 

52 

,904 

52, 

,473 

431 

13, 

,900 

12 

,165 

1 

,735 

80 

,427 

122, 

,358 

(41, 

,931) 

40 

,500 

29, 

,817 

10 

,683 

531, 

,997 

487, 

,600 

44 

,397 

906, 

,714 

852. 

,290 

54, 

,424 

744, 

,262 
,070 

691, 
2,175, 

,096 
,956 

53, 
108, 

,166 

,114 

2,284, 

972, 

,079 

885 

,771 

86 

,308 

(529, 

,934) 

(562, 

,824) 

(32, 

,890) 

51 

,692 

177, 

,507 

125 

,815 

(12, 

,385) 

(12, 

,385) 

-0- 

(48, 

,467) 

(48, 

,467) 

-0- 

(2: 

,586) 

(2. 

,586) 

-0- 

(46, 

,715) 

(46, 

,715) 

-0- 

510, 

,500 
,405) 

510, 
(67, 

,500 
,295) 

-0- 

(34, 

(32, 

,890) 

(43, 

,490) 

82, 

,325 

125 

,815 

435, 

,770 
,365 

435, 
$  368, 

,770 
,475 

-0- 

1,652, 
$1,608, 

,063 
,573 

1,652, 
$1,734, 

,063 
,388 

-( 

3- 

$  401, 

$(32, 

,890) 

$125, 

,815 
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DEPARTMENT  OF  AGRICULTURE 

COMBINED  STATEMENTS  OF  REVENUES,  EXPENDITURES,  AND 

CHANGES  IN  FUND  BALANCES  -  BUDGET  AND  ACTUAL 

GENERAL  AND  SPECIAL  REVENUE  FUND  TYPES 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1980 


General 


REVENUE: 
Licenses  and  Permits 
Taxes 

Service  Fees 
Investment  Earnings 
Sale  of  Documents,  Merchandise, 

and  Property 
Income,  Collections,  and  Transfers 
Federal  Assistance 
Total  Revenues 

EXPENDITURES: 
Current: 

Centralized  Services 
Hail  Insurance  Unit 
Crop  &  Livestock  Unit 
Transportation  Unit 
Wheat  Research  and  Marketing 
Environmental  Management  Division 
Plant  Industry 

Total  Expenditures 

EXCESS  OF  CURRENT  REVENUE  OVER 
(UNDER)  CURRENT  EXPENDITURES 

OTHER  FINANCING  SOURCES  (USES) 
Prior  Year  Revenue  Adjustments 
Prior  Year  Expenditure  Adjustments 
Support  from  (to)  the  General  Fund 

EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  &  OTHER  SOURCES 

FUND  BALANCES  -  July  1,  1979 

FUND  BALANCES  -  June  30,  1980 


Budget 


$   173,500 

945 

531,000 

10,500 

16,250 

1,244,632 
1,976,827 


Actual 


$   167,910 

1,189 

484,856 

32,180 

6,889 

848,221 
1,541.245 


Variance 
Favorable 
(Unfavorable) 


$   (5,590) 
244 
(46,144) 
21,680 

(9,361) 

(396,411) 
(435,582) 


Special  Revenue 


401,698 

4,423 

42,819 

215,462 

352,671 

4,423 

39,530 

168,001 

49,027 

-0- 

3,289 
47,461 

945,405 

706,137 

2,315,944 

897,149 

680,775 

2,142,549 

48,256 

25,362 

173,395 

(339,117) 

(601,304) 

(262,187) 

(5,401) 
8,458 
567,150 

(5,401) 
8,458 
552,818 

-0- 
-0- 

(  14,332) 

231,090 

(45,429) 

(276,519) 

481,199 

481,199 
$  435,770 

$   712,289 

$(276,519) 

Budget 

$1,181,000 
115,000 

172,332 
1,468,332 


Actual 

$  603,484 
107,716 

144,667 
855,867 


Variance 
Favorable 
(Unfavorable) 


$(577,516) 
(7,284) 

(27,665) 


(612,465 


263,308 

251,809 

11,499 

111,112 

103,994 

7,118 

13,500 

10,722 

2,778 

13,500 

13,500 

-0- 

515,286 

439,957 

75,329 

916,706 

819,982 

96,724 

551,626 

35,885 

(515,741) 

1,024,960 

1 

,024,960 

-0- 

(24,325) 

(24,325) 

-0- 

1,552,261 

1 

,036,520 

(515,741) 

615,543 

$1 

615,543 
,652,063 

-0- 

$2,167,804 

$(515,741) 
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DEPARTMENT   OF   AGRICULTURE 

NOTES   TO   THE    FINANCIAL   STATEMENTS 

JUNE   30,    1980  AND  JUNE   30,    1981 

1.      SUMMARY   OF   SIGNIFICANT   ACCOUNTING    POLICIES 

The  Department  of  Agriculture  operates  under  a  director 
appointed  by  the  Governor  and  consisted  of  the  following  programs 
during  the  audit  period:  centralized  services,  hail  insurance  unit, 
crop  and  livestock  reporting  unit,  transportation  unit,  wheat 
research  and  marketing  unit,  rural  development  unit,  environmental 
management  division,  and  plant  and  industry  division.  Effective 
July  1,  1981  the  transportation  unit  was  transferred  to  the  Depart- 
ment of  Commerce. 

The  following  is  a  summary  of  the  significant  accounting 
policies. 

A.      Basis  of   Presentation 

The  financial  statements  are  prepared  from  the  Statewide 
Budgeting  and  Accounting  System.  The  department  adjusted  the 
accompanying  statements  for  ail  material  misstatements  noted.  The 
accounts  of  the  Department  of  Agriculture  are  organized  on  the 
basis  of  funds,  each  of  which  is  considered  a  separate  accounting 
entity.  The  operations  of  each  fund  are  accounted  for  with  a 
separate  set  of  self-balancing  accounts  that  comprise  its  assets, 
liabilities,    equities,    revenues,    and   expenditures. 

The  following   fund   types  are   used   by   the  department: 
Governmental    Funds 

General    Fund--accounts   for  all   financial    resources   except  those 
required   to  be  accounted  for  in  another  fund.      "General    Fund" 
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used  here  is  a  standardization  of  terminology  and  in  this 
instance  has  no  relationship  with  "General  Fund"  as  used  in 
Montana  state  treasury  fund  structure.  This  fund  includes 
the  state  general  fund  and  portions  of  the  earmarked  revenue 
and  federal  and  private  revenue  funds  of  the  treasury  fund 
structure.  Legislative  appropriation  is  required  to  spend 
from  this  fund. 

Special  Revenue  Fund--accounts  for  the  proceeds  of  specific 
revenue  sources  that  are  legally  restricted  to  expenditure  for 
specified  purposes.  This  fund  contains  portions  of  the  state 
earmarked  revenue  fund  and  federal  and  private  revenue 
fund.  Legislative  appropriation  is  required  to  spend  from 
this  fund. 

Fiduciary   Funds 

Expendable  Trust  Funds--consist  of  the  state  federal  and 
private  grant  clearance  fund  and  agency  fund.  These  are 
used  to  account  for  assets  held  in  trust  or  as  an  agent  by 
the  department  for  others.  As  Expendable  Trust  Funds  these 
are  accounted  for  in  the  same  manner  as  governmental  funds. 
The  major  sources  of  revenue  to  this  fund  are  hail  insurance 
premiums  and  investment  earnings.  A  legislative  appropriation 
is  not  required  to  spend  from  this  fund. 

General  Fixed  Assets  Account  Group--accounts  for  fixed  assets 
and  equipment  purchased  by  the  Department  of  Agriculture. 
These  funds  are  accounted  for  in  the  Property  Accountability 
Management  System  (PAMS)  within  the  Statewide  Budgeting 
and  Accounting  System. 
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B  .      Basis  of  Accounting 

The  modified  accrual  basis  of  accounting  is  followed  by  the 
governmental  and  fiduciary  fund  types.  Under  the  modified  accrual 
basis  of  accounting,  revenues  are  recorded  when  received  in  cash 
unless  susceptible  to  accrual;  i.e.,  measurable  and  available  to 
finance  the  department's  operations  or  of  a  material  amount  and  not 
received  at  the  normal  time  of  receipt.  Expenditures  are  recorded 
when  a  valid  obligation   is   incurred. 

C.  Encumbrances 

Encumbrance  accounting,  under  which  purchase  orders, 
contracts,  and  other  commitments  for  the  expenditure  of  funds  are 
recorded  in  order  to  reserve  that  portion  of  the  applicable  appro- 
priation, is  employed  in  the  governmental  funds.  At  year-end,  in 
accordance  with  state  policy,  major  qualifying  encumbrances  are 
reclassified  as   payables  and  are  charged  to  expenditures. 

D.  Investments 

Investments  are  stated  at  cost,  which  approximates  market 
value  unless  otherwise  indicated. 

E.  Vacation  and  Sick   Leave 

The  department's  employees  accrue  vacation  and  sick  leave  in 
accordance  with  state  law.  In  the  event  of  termination,  an  employee 
is  paid  for  accumulated  vacation  leave  up  to  the  equivalent  of  two 
years'  vacation  earnings  and  25  percent  of  accumulated  sick  leave. 
Accumulated  vacation  and  sick  leave  monetary  liability  is  not  calcu- 
lated until  an  employee  terminates  and  is  not  readily  determinable 
at  June  30,    1981. 
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2.  PENSION    PLAN 

The  department's  employees  are  covered  by  the  Montana 
Public  Employees'  Retirement  System.  The  plan  is  administered  by 
the  state  of  Montana.  All  eligible  employees  contribute  6  percent 
of  their  salary  to  the  plan,  while  the  department  contributes 
6.2  percent  of  the  employees'  salaries  and  wages  to  the  plan.  The 
department's  contribution  to  the  plan  for  the  year  ended  June  30, 
1980  was  $77,203  and  $81,580  for  the  year  ended  June  30,  1981. 
At  June  30,  1980  the  Public  Employees'  Retirement  System  was 
determined  to  be  actuarially  sound  as  reported  by  the  system's 
actuary.  The  unfunded  past  service  costs  and  the  actuarially 
computed  value  of  the  vested  benefits  are  not  readily  available  for 
members  of  the  plan  employed   by  the  department. 

3.  INSURANCE 

The  department  is  insured  by  the  state  of  Montana's  self- 
insurance    plan    administered    by   the    Department   of   Administration. 

4.  BUDGET    INFORMATION 

The  department  utilizes  a  fixed  annual  basis  of  budgeting. 
Under  the  fixed  annual  method,  appropriations  of  specific  dollar 
amount  are  set  for  each  fiscal  year  of  a  biennium  by  the  legislature. 
Appropriations  control  the  department's  financial  operations  during 
each  fiscal  year.  At  the  end  of  each  year,  the  department's 
General  Fund  and  Special  Revenue  Fund  appropriation  authority 
reverts  to  the  fund  of  original  appropriation.  The  reverted  appro- 
priation authority  may  be  used  in  the  subsequent  year  as  authoriza- 
tion for  valid   prior  year  obligations. 
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Budget     amendments     represent     the     authorization     to     spend 
funds  not  available  for  consideration   by  the   legislature  but  available 
from    sources    other    than    the    General     Fund    or     Federal     Revenue 
Sharing    moneys.       They    are    subject   to   approval   of   the   Governor. 

5.  NOTES    RECEIVABLE 

The  Fiduciary   Fund  on  the  Combined   Balance  Sheet  of  June  30, 
1981    shows    notes    receivable    in    the    amount   of   $1,373,066.      These 
are     composed     primarily     of     Junior    Agriculture    loans    to    Montana 
youth    and    Participation    Real    Estate  loans  to  farmers  and   ranchers. 
These  loans  are  from  one  to  twenty  years   in   length. 

6.  ACCOUNTS    RECEIVABLE 

The  accounts  receivable  of  $1,521,693  shown  in  the  Fiduciary 
Fund  on  the  Combined  Balance  Sheet  of  June  30,  1981  is  composed 
of  hail  insurance  premiums  due  to  the  department.  Any  farmer 
can  request  a  hail  insurance  policy  between  April  1  and  August  15. 
The   premium  is  then   payable  no  later  than   the  following   November. 


21 


MONTANA  DEPARTMENT  OF  AGRICULTURE 
SCHEDULE  OF  FEDERAL  GRANTS 
FISCAL  YEARS  ENDING  JUNE  30,  1980  AND  1981 


1980 


1981 


U.S.  Environmental  Protection  Agency 
Pesticide  Control  Evaluation 

Indirect  Costs 
Air  Monitoring 

U.S.  Department  of  Agriculture 
Weed  Survey 
PCB 

Old  West  Regional  Commission 
Agriculture  Marketing 
Tokyo  International  Trade  Office 
Beef  Market  Study 
Grain  Subterminal 
Sial 
Foreign  Market 


Grant  No. 

Receipts 

Grant  No. 

Receipts 

EOO8281011 

EOO8323013 

E008284013 

$604,810 

E008324011 

$582,507 

28,391 

26,033 

-0- 

W5150NNGX 

1,933 

-0- 

12-16-5-2383 

15,000 

1179 

22,980 

-0- 

10971094 

95,775 

10971094 

138,673 

10971134 

59,787 

10971134 

81,666 

50,000 

-0- 

10071122 

15,000 

10071122 

22,500 

1007115 

18,200 

-0- 

-0- 

10776184 

112,053 

Federal  Railroad  Administration 
Rail  Planning 


17,002 


Federal  Drug  Administration 
Medicated  Feed 
Total 


-0- 


$911,945 


723-80-4034 


3,057 


$983,422 


We  did  not  question  the  allowability  of  costs  for  any  of  the  above  grants.   We  did 
question  the  inclusion  of  $7,317  direct  costs  in  the  indirect  cost  rate  for  fiscal 
year  1981  as  discussed  on  page  8  of  this  report.   We  also  noted  compliance  excep- 
tions relating  to  the  financial  management  system,  letters-of-credit ,  and  indirect 
costs  as  discussed  on  pages  7  and  8. 
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AGENCY   REPLY 


STATE  OF  MONTANA  ,,,ephone 

DEPARTMENT  OF  AGRICULTURE  *""9°«  "' 

AGRICULTURE/LIVESTOCK  BLDG. 
CAPITOL  STATION 

TED  SCHWINDEN  HKI.KNA,  MONTANA  5%20  W.  GORDON  McOMBER 

GOVERNOR  DIRECTOR 


November  3,  1981 


Mr.  James  Gillett,  CPA 
Acting  Legislative  Auditor 
Office  of  the  Legislative  Auditor 
State  Capitol 
Helena,  MT  59620 

Dear  Mr.  Gillett: 

The  Montana  Department  of  Agriculture  submits  the  following  response  to  the  audit 
performed  by  your  office. 

PAGE  4  -  ABATEMENTS : 

RECOWENDATION:  We  recommend  the  Department  continue  to  recognize  all  receipts  and 
disbursements  by  fund. 

RESPONSE:       This  reconmendation  was  implemented  FY  '81. 

PAGE  5  -  GRANT  REVENUE  ACCRUALS: 

RECOMMENDATION:  We  recommend  the  Department  continue  to  properly  accrue  or  defer 
grant  revenue  at  fiscal  year  end. 

RESPONSE:       This  recoinnendation  was  implemented  FY  '81. 

PAGE  6  -  TIMELY  DEPOSITS: 

RECOMMENDATION:  We  recommend  the  Department  deposit  collections  in  accordance  with 
applicable  statutes. 

RESPONSE:       We  concur  and  have  taken  action  to  ensure  implementation. 
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Mr.   James  Gillett,   CPA 

Page  2 

November  3,  1981 


PAGE  6  -  HAIL  INSURANCE  ADJUSTERS: 


RECOMMENDATION:  We  recommend  the  Department; 


RESPONSE: 


1.  Either  obtain  legislative  exemption  for  Hail  Insurance 
Adjusters,  or 

2.  Accrue  vacation  and  sick  leave,  and  pay  overtime  as 
required  by  law. 

The  Department  will  recomnend  to  the  Hail  Board  that  the 
feasibility  of  putting  adjusters  on  contract  be  re-evaluated. 


PAGE  9  -  COMPLIANCE  WITH  FEDERAL  LAW  AND  REGULATIONS : 
RECOMMENDATION:  We  recommend  the  Department: 

A.  Continue  to  work  with  SBAS  and  utilize  it  as  their  financial 
management  system  for  federal  grants. 

B.  Include  only  indirect  costs  meeting  the  definintion  in  FMC 
74-7  in  the  indirect  cost  proposals. 

C.  Comply  with  the  Letter-of-Credit  guidelines. 

D   Seek  training  for  personnel  involved  with  preparing  letters 
of  credit. 

RESPONSE:       A.  This  recommendation  has  been  implemented.  The  Department 

recognizes  and  utilizes  SBAS  as  the  official  document  in 
all  federal  grant  financial  transactions. 

B.  We  Concur.  Definition  in  FMC  74-7  will  be  implemented  in 
future  indirect  cost  proposals. 

C.  We  Concur.  Letter-of-Credit  guidelines  have  been  implemented. 

D.  We  Concur.  Training  of  personnel  in  preparation  of  Letter-of- 
Credit  has  been  implemented. 

I  would  like  to  thank  you  and  your  staff  for  the  courteous  and  professional  manner 
in  which  this  audit  was  conducted. 


Sincerely, 

W.  Gordon  McOmber,  Director 
Montana  Department  of  Agriculture 
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